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SUBJECT: Smmll| Enpl oyer Health Care Credit

DEPARTMENT AMENDMENTS ACCEPTED. Amendments reflect suggestions of previous analysis of bill as amended
X 06/09/98.

AMENDMENTS IMPACT REVENUE. A new revenue estimate is provided.

AMENDMENTS DID NOT RESOLVE THE DEPARTMENT'S CONCERNS stated in the previous analysis of bill as
introduced/amended

FURTHER AMENDMENTS NECESSARY.
DEPARTMENT POSITION CHANGED TO

X REMAINDER OF PREVIOUS ANALYSIS OF BILL AS AMENDED 01/16/98, and 06/09/98, STILL APPLIES.
OTHER - See comments below.

SUWARY OF BI LL

Under the Personal |Inconme Tax Law (PITL) and the Bank and Corporation Tax Law (BCTL),
for a period of five years beginning on or after January 1, 1999, eligible small

enpl oyers, as defined, would be allowed a credit for providing health coverage, as
defined, to their enployees or dependents thereof. The credit would be an

“applicabl e percentage” of the nonthly costs paid or incurred during the year. The
“applicabl e percentage” would be 10% for years beginning in 1999 and woul d i ncrease
5% each year thereafter to a maxi mum percentage of 25%for years begi nning 2002 and
t hereafter.

The allowed credit would be in lieu of any deduction otherw se allowabl e, but the
enpl oyer could elect to annually choose either the applicable deduction or the
credit.

The California Research Bureau would be required to annually report to the

Legi sl ature on or before March 1, 2001, and each year thereafter on the effectiveness
of the credit in encouraging small businesses to offer health insurance to enpl oyees.

SUMVARY OF ANMENDMENT

The July 7, 1998, anendnents are technical in nature and were suggested by FTB in

its analysis of the bill as anended June 9, 1998.
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